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The Percy Committee are of opinion that each unit
should have the right of independent borrowing, subject
to its giving the Federal Government notice and an oppor-
tunity to offer advice. If, however, a unit has loans out-
standing with the Federal Government (whether or not
such loans were raised before the date of federation), its
right of independent borrowing should be regarded as in
abeyance, and it should be obliged to obtain the consent
of the Federal Government for any further loan which it
desires to raise-

The above recommendation safeguards the credit of the
country and should be accepted. It is clearly worded so
as also to safeguard the existing rights of the States with
regard to independent borrowing. As practically every
Province is indebted to the Provincial Loans Fund, the
right of independent borrowing conceded above would be
more nominal than real.

Further, as it is unthinkable that the Federal Government
wrould let any Province reach the stage of financial chaos,
some provision must be made in the Constitution to ensure
that every constituent unit pays its debts. Recently, the
Commonwealth Government in Australia was obliged, by
the refractory attitude of the Lang Government of New
South Wales, to acquire power to seize the revenue of a
defaulting State, and give bondholders direct rights against
the Commonwealth. It is unnecessary to describe the
procedure in detail, for the Statute in question was passed
only in March last, and attracted a great deal of public
notice. We should hope such a contingency would never
arise in India, but it is always best to be armed with reserve
powers, and the advisability of providing some such safe-
guard in the Constitution is clearly indicated.